HP1362, LD 1925, item 20, 123rd Maine State Legislature
‘An Act To Reduce Maine's Income Tax Rate to 4.9%’

PLEASE NOTE: Legislative Information cannot perform research, provide legal
advice, or interpret Maine law. For legal assistance, please contact a qualified attorney.

Amend the bill by striking out the title and substituting the following:
‘An Act To Reduce Maine's Income Tax Rate to 4.9%’
Amend the bill in Part A by striking out all of section 1 and inserting the following:

‘Sec. A-1. 36 MRSA 85111, asamended by PL 1999, c. 731, Pt. T, 881 to 7, is repealed and
the following enacted in its place:

§5111. Imposition and rate of tax

A tax isimposed for each taxable year beginning on or after January 1, 2008 on the Maine taxable
income of every resident individual of this State at the following rates:

For tax years beginning The rate is:
in:
2008 and 2009 4.9%
2010 and 2011 4.8%
2012 and 2013 4.7%
2014 and 2015 4.6%
2016 and after 4.5%

Amend the bill in Part A in section 6 in paragraph N in subparagraph (3) in the 2nd line (page 1,
line35inL.D.) by striking out the following: "2008" and inserting the following: '2010'

Amend the bill in Part A in section 15 in paragraph N in subparagraph (3) in the 2nd line (page 3,
line31inL.D.) by striking out the following: "2008" and inserting the following: '2010'

Amend the bill in Part A in section 22 in 85218-A in subsection 2 in paragraph A (page 8, line9in
L.D.) by striking out the following: "$750" and inserting the following: '$600'

Amend the bill in Part A in section 22 in 85218-A in subsection 2 in paragraph B in the 2nd line
(page 8, line 11 in L.D.) by striking out the following: "$1,100" and inserting the following: '$900'

Amend the bill in Part A in section 22 in 85218-A in subsection 2 in paragraph C in the 2nd line
(page 8, line 13 in L.D.) by striking out the following: "$1,450" and inserting the following: '$1,200'

Amend the bill in Part A in section 22 in 85218-A in subsection 3 the first line (page 8, line 14 in
L.D.) by striking out the following: "$125" and inserting the following: '$150'

Amend the bill in Part A in section 22 in 85218-A by striking out all of subsection 4 (page 8, lines
17to23inL.D.) and inserting the following:

‘4. Phaseout of credit. Thehousehold credit calculated under subsections 2 and 3 is reduced
by $2.50 for every $100 that the individual's taxable income exceeds:
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A. For singleindividuals and married persons filing separate returns, $25,000;

B. For unmarried individuals or legally separated individuals who qualify as heads of households,
$37,500; and

C. For individuals filing married joint returns or surviving spouses permitted to file ajoint return,
$50,000.

Amend the bill in Part A in section 22 in 85218-A by striking out all of subsection 5 (page 8, lines
24t026inL.D.)

Amend the bill in Part A in section 22 in 85218-A by renumbering the subsections to read
consecutively.

Amend the bill in Part A in section 23 in 85218-B in subsection 3 in paragraph A in the last line
(page 9, line 24 in L.D.) by inserting after the following: "2" the following: 'plus the additional credit
calculated under section 5218-A, subsection 3

Amend the bill in Part A in section 23 in 85218-B in subsection 3 in paragraph B in subparagraph
(2) in the last line (page 9, line 27 in L.D.) by striking out the following: "$1,300" and inserting the
following: '$1,500'

Amend the bill in Part A in section 23 in 85218-B in subsection 3 in paragraph B in subparagraph
(2) (page 9, line 28in L.D.) by striking out the following: "$2,000" and inserting the following: '$2,250'

Amend the bill in Part A in section 23 in 85218-B in subsection 4 in the 2nd line (page 9, line 31
in L.D.) by striking out the following: "and refundability"

Amend the bill in Part A in section 23 in §5218-B in subsection 4 in the 3rd line (page 9, line 32 in
L.D.) by striking out the following: "subsections 4 to 6" and inserting the following: 'subsections4 and 5

Amend the bill by striking out all of Part B and Part C.
Amend the bill in Part E by striking out all of section 13.

Amend the bill in Part E in section 18 in subsection 17-B by striking out all of paragraphs H to J
(page 26, lines 24 to 26 in L.D.) and inserting the following:

‘H. Persona property services; and

|. Transportation and delivery services.’
Amend the bill in Part E by striking out all of section 26.

Amend the bill in Part E in section 33 in the indented paragraph in the 6th line (page 29, line 24 in
L.D.) by striking out the following: "5%" and inserting the following: '5%6%'

Amend the bill in Part E by inserting after section 59 the following:
‘Sec. E-60. Effective date. This Part takes effect January 1, 2008.
Amend the bill in Part G by inserting after section 3 the following:
‘Sec. G-4. Effective date. This Part takes effect October 1, 2007.’
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Amend the bill by striking out all of Part H.
Amend the bill in Part L by striking out all of section 1 and inserting the following:

‘Sec. L-1. Appropriations and allocations. The following appropriations and allocations
are made.
ADMINISTRATIVE AND FINANCIAL SERVICES, DEPARTMENT OF

Revenue Services - Bureau of 0002

Initiative: Provides funds for Maine Revenue Services administrative costs related to the changes to
several taxes, including fundsfor 2 Office Assistant |1 positions and one Accounting Associate || position
effective October 1, 2007, one Tax Examiner position effective July 1, 2008 and one Tax Examiner
position effective January 1, 2009.

GENERAL FUND 2007-08 2008-09
POSITIONS - LEGISLATIVE COUNT 3.000 5.000
Personal Services $108,698 $239,233
All Other $740,466 $233,045

GENERAL FUND TOTAL $849,164 $472,278

Amend the bill by relettering or renumbering any nonconsecutive Part letter or section number to
read consecutively.

SUMMARY

This amendment lowers the flat rate of the income tax to 4.9% beginning January 1, 2008. The flat
rate is phased down to 4.8% in 2010 and 2011, 4.7% in 2012 and 2013, 4.6% in 2014 and 2015 and 4.5%
thereafter. A modified resident credit is provided to retain progressivity in the income tax.

The amendment del etes the parts of the bill that make changes in the homestead exemption and the
Maine Residents Property Tax Program and the provision to all ocate aportion of salestax revenue growth
to municipalities. The bill concentrates on income tax reductions only.

The amendment maintains most expansionsto the salestax base, but eliminatesthe expansionto red
property services, such as electrical, plumbing, cooling, heating, flooring, lawn care and snow plowing
services, and to sales of newspapers and other publications. The general salestax rateisincreased to 6%.

FISCAL NOTE REQUIRED
(See attached)
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